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To The Shareholders 


Sunlite Oil Company Limited, during 
fiscal 1976, had record revenues from 
oil and gas production of $1,139,046. It 
is expected that income from 
production will continue to increase 
substantially over the next year as the 
company’s 1976 discoveries are placed 
on stream and the full effect of twelve 
months of production from the Helmet 
Gas Field in British Columbia is felt. 


The company also expended a record 
amount of $4 million during 1976 in 
exploration and development, 
including 15 exploratory and 12 
development wells in Canada, 6 
exploratory wells in the North Sea, one 
exploratory well in the Persian Gulf and 
one in the U.S. The Canadian program 
was particulary successful with the 
completion of ten gas discoveries. In 
the North Sea one gas discovery was 
completed in the southern gas area in 
the U.K. sector, and a confirmation gas 
well was completed in the Dutch 
sector. In addition, the company 
participated in an oil discovery in the 
Persian Gulf. The net effect of this 
activity is the addition of gas reserves 
which will contribute significantly to 
the company’s future income. 


During the next twelve months three 
exploratory wells are programmed on 
Sunlite interest blocks in the U.K. sector 
of the North sea (Blocks 15/8, 28/5 and 
16/26 — Sunlite 10 per cent), and two 
exploratory wells are scheduled to be 
drilled in the German sector (Blocks 
H/9 and J/4 — Sunlite 7-1/2 per cent). 
With this and our continuing 
exploration programs in Canada and in 
the U.S. we expect an active and 
successful year. 


For the Board of Directors: 


EDWIN C. JAMES 
President 
December 6, 1976 


Financial Review 


Revenues from oil and gas sales 
increased 60% to $1,139,046 from 
$710,468 in fiscal 1975. This increase 
reflects principally income from the 
Helmet gas field which was placed on 
production in early 1976. Investment 
income was $214,989, approximately 
25% less than in fiscal 1975, since 
funds were withdrawn from 
investments and used in our 
exploration programs in the North Sea 
and elsewhere. Cash flow from 
operations increased to $615,112 for 
1976 from $221,053 in the previous 
year. 


A net loss for the year of $1,440,000 or 
$0.50 per share was primarily a result of 
the large exploration expenditures in 
the North Sea. 


Fixed asset additions totalling 
$3,000,000 which mainly reflect 
successful exploration and 
development during 1976 are 
summarized as follows: 


Costs of drilling, completion and 
flowlines for our Helmet Field in 
Northeastern B.C. amounting to 
$430,000 (financing was provided by 
gas contract advances); costs of other 
Canadian drilling (9 exploratory, 12 
development wells) amounting to 
$485,000; cost of drilling a Dutch 
North Sea gas well P/6-3 anda U.K. 
North Sea gas discovery well 48/1 2-2 
amounting to $660,000 and $350,000 
respectively; additional costs of an oil 
discovery well in Ras Al Khaimah 
amounting to $200,000 (1975 - 
$445,000); lease acquisition costs in 
Alberta and in the Texas Austin Chalk 
trend amounting to $120,000 and 
$150,000 respectively; and $700,000 
capitalized for an exploratory dry hole, 
well 16/26, which was an earning well. 


Dry hole costs principally reflect the 
expenditure for three unsuccessful 
North Sea exploratory wells amounting 
to $800,000; five abandonments in 
Alberta amounting to $100,000 and the 
abandonment of a test on the 
company’s acreage on the Austin Chalk 
trend in southwest Texas amounting to 
$75,000. 


Exploration costs charged to expense 
include seismic costs in preparation for 
the Fifth Round of Bidding for U.K. 
North Sea Blocks and seismic programs 
on the Jade Plate area of the German 
North Sea and on our Benton area of 
Alberta. 


Property surrenders and write-offs 
reflect the cost for U.K. North Sea Block 
21/7 amounting to $490,000, the cost 
of our North Dakota acreage 
amounting to $116,000, the write-off 
of our mineral properties in the La 
Ronge area of Saskatchewan 
amounting to $193,000 and the write- 
off of other acreage in Canada and the 
U.S.A. amounting to $110,000. 


Working capital at September 30, 
1976 is $1,500,000, a decrease of 
$1,450,000 for the year. 


As shown by the notes to the financial 
statements, the company has 
obligations for work commitments and 
contingent liabilities totalling 
$1,600,000. 
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Exploration Activities 


International 


Sunlite participated in 6 exploratory 
wells, 2 of which resulted in discoveries 
and 1 important confirmation well 
which was successful. In total we spent 
approximately $2 million dollars for our 
share of these tests which will be 
reviewed individually below. All of the 
wells were drilled in offshore areas. 


One factor which has significantly 
affected your company is the rapidly 
escalating costs of marine drilling. 
Since original budgets were prepared 
many of our well costs have risen at 
least 50%. 


In spite of problems the North Sea has 
justified our expectations and is on the 
threshold of joining the world’s major 
producing areas. We hope to continue 
to participate further in this region 
within the limits of our resources. 


United Kingdom 
Sunlite participated in three wells: 


1. 21/7-2 (Sunlite 5%) was drilled on 
a prominent seismic feature, with 
Home Oil Company as operator, 
to a depth of 10,600 feet. This well 
found the structure to bea salt 
dome; however, the prospective 
Mesozoic objectives were not 
present. 


2. 16/26-1 (Sunlite 10%) was drilled 
on an excellent horst feature on 
the Flaven spur. A thick 
prospective Mesozoic (Jurassic and 
Triassic) section was penetrated to 
a depth of 13,000 feet. While 
encouraging shows of oil were 
encountered, the well tested 
water. Another well will be drilled 
on this block at a later date to test 
a Cretaceous prospect. 


3. 48/12-2 was drilled ona 
Rotliegendes seismic structure 
south of the West Sole field in the 
Southern Gas Area. This well 
found the pay sands as anticipated 
and tested gas from each of two 
zones in the Rotliegendes 
formation at rates of 12.2 and 12.4 
million cubic feet per day. Current 
evaluation of the 48/1 2-2 
structural complex leads us to 
believe that the reservoir may be 
in the 500 billion cubic feet class. 
Further development and eventual 
economics will depend on gas 
pricing, pipeline, and market 
studies which are now in progress. 
Sunlite’s interest in this block is 
initially 10% but will decrease to 
5% after recovery of 1000% of its 
investment. 


In addition to these wells we expect to 

participate in a Paleocene test on Block 
15/8 in late 1976, and a Permian test on 
Block 28/5 early in 1977. 


Germany 


A Bunter sand test (Austral operator) 
was drilled on a large salt dome feature 
on Block J/18. This test (5,900 feet T.D.) 
found the Bunter well developed but 
water bearing, probably due to late 
structural growth. 


A Bunter test will also be drilled on the 
H/9 - H/12 structure with Kewanee Oil 
Company as operator (Sunlite 7-1/2% 
interest) in the spring of 1977. 


Tests by other groups are expected to 
evaluate other Sunlite holdings in the 
area. 


Holland 


Sunlite participated in two wells during 
the year: 


1. P/6-3 (Sunlite paid 10% to earn 
5%) was drilled as a step-out 
confirmation Rotliegendes- 
Zechstein test to a depth of 
11,718 feet. The well found the 
Rotliegendes to be located at a 
favorable structural position and 
to be gas saturated, but due to low 


permeability a commercial 
completion could not be effected. 
Further tests in the Zechstein 
10,545 feet to 10,680 feet 
developed a gas flow of 35 million 
cubic feet per day. The block is 
now believed to contain 
potentially economic gas reserves 
in the Zechstein in the 500 billion 
cubic feet category. The operator 
has proposed additional seismic 
work which may lead to another 
test well in 1977. 


2. P/8-1 (Sunlite paid 10% to earn 
5%) was drilled on a well defined 
seismic feature and tested the 
Rotliegendes to a depth of 7,214 
feet. The well found the objective 
as predicted structurally, but it 
was water bearing due to late 
structural growth or leakage across 
certain trapping faults. 


Arabian Gulf 


Sunlite participated in a well (1.875%) 
drilled in the Emirate of Ras Al Khaimah 
on a large feature east of the Mubarek 
field in Sharjah. This deep expensive 
well (16,050 feet T.D.) found 
production in the Ilam and Thamamma 
zones of the Cretaceous. Because of 
mechanical problems this well was 
never conclusively tested at 
commercial rates (short term test rates 
were 1000 to 5000/BOPD). Sunlite has 
reduced its interest to a .4% working 
interest and expects to participate in 
two more wells, one of which is 
currently drilling. 
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Canada 


Your company participated with others 
in drilling 27 wells in Western Canada 
during the period under review. This 
total is comprised of 12 development 
wells at Hamilton Lake which were 
completed as oil producers, 9 
exploratory wells spread throughout 
Alberta which were completed as gas 
producers and 1 exploratory test drilled 
and completed as a gas discovery in the 
Helmet area of British Columbia. The 
remaining 5 wells were exploratory 
abandonments in Alberta. In addition, 
there were 19 water injection wells 
drilled in the Hamilton Lake Field area 
as part of an ongoing program to 
maintain the successful waterflood 
initiated a few years ago. 


Sunlite was successful in Canada in 
increasing its oil and gas production 
and added substantially to the 
Company’s proven reserves. 


Helmet 


The company has been very successful 
in the Helmet area of Northeastern 
British Columbia. In April of this year 
we placed four Slave Point gas wells on 
production with total daily production 
of 16 million cubic feet of gas. Sunlite’s 
interest in this production currently 
averages approximately 20%. 


During the past year, Sunlite (18%) 
participated in drilling a discovery well 
in the Jean Marie section of 
Mississippian age. This is the first such 
well in the immediate Helmet area. It is 
expected that this will be placed on 
production in the spring of 1977. 


To the north of the existing Helmet 
development, Sunlite has a 2.5% 
interest in a 1,300 acre block. The 
operator plans to shoot new seismic 
lines with the view to drilling its first 
well in the latter part of this winter 


drilling season. 


Akuinu 


Your company drilled and completed 
Akuinu 7-10-67-3 as a dual zone gas 
well which flowed at rates in excess of 
1.5 million cubic feet per day. The well 
is situated south of the Mitsue Field and 
west of the Big Bend gas producing area 
in the central part of the province. 
Sunlite’s interest in this well is 100%. 


Sunlite joined with another company 
and purchased a gas license 
immediately south of the well. We 
expect to drill three or four wells 
(Sunlite 50%) on the license this winter 
drilling season. 


Sunlite also participated in a gas 
discovery 8-1/2 miles north northeast 
of the Akuinu test. Our interest in this 
test which was also drilled on pooled 
acreage is 2.5%. The well is located 
between two shut in gas wells drilled in 
1970 in which your company has 
interests of 7.5% and 17%. 
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Benton 


Sunlite participated in drilling two dual 
zone gas discoveries (Sunlite 40%) in 
the Benton area of southeastern 
Alberta. The first discovery well, 
Dorchester Sunlite Benton 7-4-28-3, 
tested 4.5 million cubic feet per day 
and is located 3-1/2 miles south of our 
currently producing gas well, Benton 
10-21-28-3. A development well is 


planned for next summer. The second Beaufort Sea 
dual zone gas discovery, located 
approximately 2-1/2 miles southeast of 
Benton 10-21, was Dorchester Sunlite 
Benton 11-14-28-3 which tested 5.3 
million cubic feet per day. These wells 
can be placed on production 
immediately by using existing 
production facilities. 


Beaufort Sea 


Dome Petroleum Limited, drilling on 
lands farmed out from a group of 
companies has made a gas discovery at 
one of two wells drilled during the past 
summer drilling season in the Beaufort 
Sea. A press release stated that gas was 
encountered in a sand formation at 
approximately the 9,800 foot level at 
the well, Dome Kingmiark K-91. This 
well is located 35 miles north of the 
Northwest Territories mainland and the 
same distance south of a spread of 
approximately three million acres on 
which Sunlite holds a 1% gross 
overriding royalty. 


Mneeacand test was junked on @ Sunlite Royalty Interest 3 Gas Well 
abandoned at a shallow depth due to a L] Man-made Islands @ Oil Well 


high pressure fresh water flow. O Location or Drilling Well ~- Abandoned 
Five new wells have been licensed and 
are slated for drilling next year (see 
map). It will be noted that three of 
these tests are situated on Sunlite 
royalty acreage. 


East Coast Canada/Baffin 
Island 


Sunlite holds a 20.17% interest in 
1,834,354 acres in the Baffin Bay area 
offshore eastern Canada. During the 
past year Canada-Cities Service, Ltd. as 
operator for the group completed 
ocean floor surveys covering locations 
for exploratory tests. The extensive 
geophysical work done in previous 
years has delineated several very large 
structures on our holdings. The group is 
currently discussing a possible 
exploratory drilling program to 
evaluate these prospects over the next 
two years. 
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Sunlite Oil Company Limited 
And Subsidiary Companies 


Consolidated Balance Sheets 
As At September 30, 1975 and 1976 


ASoEIS 
1976 
CURRENT ASSETS 
Gas ly nce cx Se ee acyl tn eres RPT ee koe Ln ea $ 536,391 
MarketablesSecunitiesmatel OWeh OlGOS Ural GEIcl kc Uennae aes ae aa 289,431 
AGcountssReceivablen(INOtesi2 mal cles) reciente teem nea eae a ane ae 863,332 
1,689,154 
PROMISSORY? NOTES! (Note 3) pics o5 cca cet ecg hehe ary rei re ace 731,100 
FIXED ASSETS, at cost (Notes 1 and 4) 
Petroleum and natural gas leases, and rights 
together with development and equipment thereon 
PRODUCING 'e:5.4 sas. 2H a:5 tie inl 5 ley 8h re Soe) ewPaeter cy tO Rea ee ao 3,219,014 
Accumulated depletion and depreciation ees. sa.0- 505 ee eee ee eee eee 627,703 
2,591,311 
Non-Producing 
EFC oh ee ee ea ee ener Ben Mere rat Pare. 5 Usa Tico Ea. oOo Ue WOLKE Ho Gao One O6 2,182,260 
Royalty: Rights: 3. cc 5 oS aouial ak article 6 ithe Stee ee eles ene tegen 151,937 
Capped ‘wells and!'work in progress %¢ eye eee ene te ee cae eee 3,046,735 
7,972,243 
Other mineral:rights, including developmen tiara eee wee eer — 
7,972,243 
OTHER ASSETS oo ise se oe ie deme kee ek eee ee a eee 19,672 
$10,412,169 


1975 


$. 2,110;697, 
248,880 
1,117,628 


3,477,205 


966,700 


2,174,925 
389,717 


1,785,208 
1,856,007 


209,892 
2,136,547 


5,987,654 
189,690 


6,177,344 


107,846 


$10,729,095 


LIABILITIES 


CURRENT LIABILITIES 
RRM es AS Ome eg a ies Od, G een aw Abu amd aale Sie nk edwhoe yaa 


Beer or NO OELERRED REVENUE (Note 5) 0. 5c. cc cg his ee eaa be eea ee er eenens 


ee CON AEMIANES MINOLE 1) cpt he cp hoa Gieliag eden e eben eeaedeeumen ce 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 6) 
Authorized 
6,000,000 shares without nominal or par value 
Issued 
PROF OB ESM AleSa (27 OD Olio shares in 1975). = any er seers ek dee eee ae ceeys oe ages. oe 
DE PICU ao & og cic hp WR Stow aR Tee eee aU cg ee ee DC eae Pn A 


Signed on behalf of the Board: 


E. C. JAMES, Director 


J. S. FISHER, Director 


1976 


$ 175,391 


529,778 


428,251 


11,217,125 


(1,938,376) 
9,278,749 


$10,412,169 
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$516,151 


246,914 


680,021 


9,781,405 
(495,396) 


9,286,009 


$10,729,095 


Sunlite Oil Company Limited 
And Subsidiary Companies 


Consolidated Statements of Earnings 
For The Years Ended September 30, 1975 and 1976 


1976 USES) 

REVENUE 

OiFand Gas: Sales cvicuge webs che doses hose eee EE ee Re NE ea $ 1,139,046 $ 710,468 

Property Sales: o.oo tubes hak sedetes 5 2 i aac ve rece a ale aca 81,514 — 

HU RYA 225010 0 9) od o | cate ae ae ge a Pe ee adie nas nA a oe Me tee aaa er Ae. area AM sain avo osoKe t 214,989 267,234 

COUR red aoe whem aeeres gc ww dan aan aew aan Ew eae aa eae OO, ee a, 3,659 

1,439,208 981,994 

EXPENSE Ss 

OPelaling rd oad Go He sete ton Sabine Senet oie ae Row tes kn nem cee ee ge eee 185,135 96,315 

GeneralandAciniiniStrativiei seer ee aaa eae 532,592 444,903 

Carrving Charges on Non-Producing Properties in sence. ie ee ice ee 68,636 131,699 

DivtHHOlesCosts ss )cs nines tosisahy 5 ee cain Oe oe co ae ake eT, SR TR ee 968,787 274,812 

EXD lOratlOW 5 £m eh viohge este Hod ce th Br Sin ae ett elles MO Na 289,515 1110522 

Property Sutrenders anil Write-Otts: isc 2. 5s ete a ae eee eee 910,521 498,036 

Depletion-and‘Deprectation.) Sate sti.2 2 Siceh Gaye ods at tne tte 239,159 102,324 

3,194,345 1,658,611 

Loss: Before: Incomes Taxes... 0 see cate hase inca esa oo serach cnc eee eee ee (1,755,137) (676,617) 
Recovery of Income Taxes 

GLUT (el ei Ce Rene genre ate ee ae ee SNE eaM NN Com Myer ete rh La on em naa’ 65,533 40,000 

Deteiied Merce ce eee ty eae toe REE hen me nearer eer emis erect oe o's Rau eee 246,624 219,041 


312,157 
$(1,442,980) 


LOSS: FOR THE, YEAR Spe sarees Bhat onc cassette ayeiee Sette ts Cette pees ae a 


LOSS PER SHARE (Based upon weighted 


avetage Of shares OUCSLAMGING) <2 ek 5. sine cet oes eee ante eee a 
\ 
Consolidated Statements of Deficit 
For The Years Ended September 30, 1975 and 1976 
1976 1975 

DEFICITZAT. BEGINNING @ IF VEAR eae eer se er aera es em ree $ (495,396) $ (77,820) 
Loss for the year’ cqlca se Acard eager at ine Se ee ici «Re ea ieee ret ane ais (1,442,980) (417,576) 
DEFICIT SAT, END COE YEAR Fix cxtsee cn tiene rath re mr ene SIN ee eet oh ge $(1,938,376) $ (495,396) 


Sunlite Oil Company Limited 
And Subsidiary Companies 


Consolidated Statements of Changes in Financial Position 
For The Years Ended September 30, 1975 and 1976 


WORKING CAPITAL DERIVED FROM 
OSS TOU ISIE RAPP et SE VA AE LARP Ce cs. Ty NP OM FEW Bare 
ape MITNOL aeleCUng-WOTKING Capital ne. occas Lvs ewes ean deed Gee oo ee bs Swe 


Add property acquisitions, dry hole costs 
and exploration expenditures charged to operations.............. 00.00 cece eee eee 


Working capital derived from operations before dry 

aemproperty acquisition and exploration costs: 0.25 6..d5 e056 cee tae eee e eee ene 
nae mE OTe FECEIVEDICIG: Pa2.0 5 on, ad eek bs Nene e ea oe ene ss SAW e ewes e hamans 
aeomurack advances and prepaid royalties, net... 20.6.6. c ee ee ee ee 
BES RE ES COCT NOLO LO) on ta tc edits a4 Sie in Bln van apd dod vise. eaa WES whe Mb om 


WORKING CAPITAL APPLIED TO 
NO eS fe ins a ioucn inl Cs DR Heal ees Seles Ke ME ONIN OWES 
NINN PROs | CUNACOSUS EN Pes eC 8s Ae Gian acy tad bax sist 2 Pe aieerS ikon bee Resear s RA ne Bow eg ed 
mers acquisitions charged tO expense. ho... Sie ce eee eee ee bbe eee wee eee 


Or ai CRRA ne ne rel Baek fa Seely ah biehew & Sauna kaos oe eh TOROS 


rm OR KING OAPINAL Gis ciel h sg okie ina omnes phased we bay kom ee ae 
Pete es Oludieat DEPINNING Of Year 5. oss det susie nw are dies ye eke tales Maelo ae BRL WR 


em NADA TREN) Or Y BARY oe... euene cae one Gta sob een de beeen ame cre 


1976 


$(1,442,980) 


924,308 


( 518,672) 


1,133,784 


615,112 
309,450 
360,241 
1,435,720 


2,720,523 


954,754 
179,030 


1,133,784 


3,034,030 


4,167,814 
(1,447,291) 


2,961,054 


$ 1,513,763 


1975 


(417,576) 
142,191 


(275,385) 


496,438 


221,053 
62,650 
246,914 
1,337,208 


1,868,317 


214,620 
110,522 


AlE296 


496,438 
NO, SA1 
4,833 


—_ 


2,417,792 


(549,475) 
3,9) 110 529 


$2,961,054 
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Sunlite Oil Company Limited And Subsidiary Companies 


Notes to Consolidated Financial Statements 
For the Years Ended September 30, 1975 and 1976 


NOTE 1 - ACCOUNTING POLICIES 


Principles of Consolidation 

The consolidated financial statements include the accounts of the company’s wholly-owned subsidiaries, Sunlite International Inc., and 
Sunlite Oil Company (U.K.) Limited. 

Amounts in foreign currency are converted to Canadian dollars on the following bases: 


(i) Current assets and current liabilities, at the rate of exchange as at the balance sheet date. 

(ii) Fixed assets and related depreciation, at the rate of exchange at the date of acquisition. 

(iii) Other expenses and revenues, excluding depletion and depreciation which are converted at the rate of exchange applicable to 
the related asset, at the average rate of exchange for the year. 


Petroleum and Natural Gas Properties 


The cost of acquisition of leases and royalty rights, including drilling expenditures and exploratory dry holes which earn an interest, are 
capitalized. Costs are charged to earnings when properties are surrendered or are determined to be of decreased value. The costs of pro- 
ducing leases and royalty interests are amortized using the unit of production method. 


Exploration expenses, other than dry holes which earn an interest, and carrying charges of both producing and non-producing properties 
are charged to earnings as incurred. The costs of drilling a productive well, including the cost of production equipment, are capitalized 
and amortized using the unit of production method. The cost of an unproductive well is charged to earnings when determined to be dry. 


Other Mineral Rights 


The costs of acquisition, evaluation and development of mineral properties are capitalized. Such costs will be amortized using the unit of 
production method or, when properties are proven to be uneconomical, they are charged to earnings. 


Income Taxes 


The companies follow the tax allocation method of accounting for income taxes under which the income tax provision is based upon 
earnings reported in the accounts. 


NOTE 2 - ACCOUNTS RECEIVABLE 


Included in accounts receivable at September 30, 1975 and 1976, is an amount of $190,000 U.S. representing the amount due on sale of 
mineral properties. During October, 1971, the company commenced legal action to collect the amount. Counsel for the company has 
advised that, in their opinion, the claim is valid. 

At September 30, 1975 accounts receivable included an amount of $59,400 representing income taxes paid as a result of a reassessment 
of 1973 taxes. During 1976, an appeal of the reassessment resulted in a refund to the company of $57,600. 


NOTE 3 - PROMISSORY NOTES 


1976 1975 
Due from officers and directors in 1977 and 1978, 
non-interest bearing s.is. Secisciad al ace ee ene eee ae tee ey eae oe $340,000 $ 340,000 
Non-interest bearing notes, receivable in equal annual installments 
to July 1, 1980 (ess discount for 10% imputed interest); . 2.2222... .925+5--- 22:5: 642,800 768,950 
982,800 1,108,950 
Current- maturity included invaccounts: receivable t-te 9022 = eee na ee 251,700 142,250 


$731,100 $ 966,700 


NOTE 4 - FIXED ASSETS 


During the year exploratory dry hole costs which earned an interest were capitalized in the amount of $712,000 (1975 - $422,000). 


NOTE 5 - ADVANCES AND DEFERRED REVENUE 


Gas Contract Advances 


The company has received advances on future gas sales to enable it to explore and develop a natural gas property. Advances net of 
repayments at September 30, 1976 total $529,778 (1975 - $169,538), are repayable from 50% of future production from certain wells 
and are secured by the specified properties. . 


Prepaid Royalties 


At September 30, 1975 the company had received $77,376 in prepaid royalties pursuant to an exploration and option agreement. During 
the year, the option expired and accordingly, the amounts received were included in income for the year. 


DIOTE 6 - CAPITAL STOCK 


Changes in capital stock during the years ended September 30, 1975 and 1976 were as follows: 


Number of 
Shares Consideration 
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a. Share Subscription Agreements 
Pursuant to an agreement signed on March 25, 1974, Mesa Petroleum Co. agreed to purchase an aggregate of 564,881 common shares of 
Sunlite in the following amounts on the following dates and at the following prices: 


(i) 216,664 shares at $6.00 (U.S.) cash per share on May 8, 1974 

(ii) 185,714 shares at $7.00 (U.S.) cash per share on or before May 8, 1975 

(iii) 162,500 shares at $8.00 (U.S.) cash per share on or before May 8, 1976 
All shares were issued and paid for in accordance with the agreement. The option granted concurrently with the subscription agreement 
for the right to purchase an additional 2,435,119 common shares at a price of $10.00 (U.S.) per share lapsed on May 9, 1975 without 
having been exercised. 
Pursuant to an Agreement dated May 27, 1976, Mesa has the right to subscribe for and acquire up to 70,000 additional shares of Com- 
mon Stock at $5.00 (U.S.) cash per share. In the alternative, the company may request Mesa to pay a maximum of $350,000 (U.S.) cash 
for a promissory note of the company (bearing interest at 125% of a bank prime lending rate) redeemable at the company’s discretion, in 
cash or fully-paid shares of Common Stock issued at $5.00 (U.S.) per share. This Agreement expires on January 20, 1978. The issue of 
these additional 70,000 shares to Mesa would increase Mesa’s holdings to 634,881 shares, representing 20.8% of the then outstanding 
Common Stock of the Company. 


b. Options Outstanding 

As at September 30, 1976 and 1975 options outstanding were as follows: 

Officers and Directors 

Options to purchase 121,500 common shares exercisable as to 110,000 shares in cumulative installments to 1978 at $6.00 per share; as 
to 4,000 shares in cumulative installments to 1977 at $6.50 per share and as to 7,500 shares to 1979 at $2.00 to $2.66 per share. 
Other Employees 

Options to purchase 6,500 (1975 - 7,000) common shares exercisable in cumulative installments to 1979 at $2.00 to $2.66 per share. 


NOTE 7 - REMUNERATION OF DIRECTORS AND OFFICERS 


Remuneration paid during the current year to directors and senior officers totalled $173,000 (1975 - $154,000). 


NOTE 8 - COMMITMENTS 


The company has issued non-interest bearing demand notes aggregating approximately $104,000 (1975 - $228,000) to governmental 
agencies as security for performance or work obligations in respect of normal exploration activities. In addition, the company has com- 
mitments for exploratory drilling in the North Sea at an estimated cost of $1,500,000 (1975 - $2,200,000). 


Auditors’ Report 


To the Shareholders of Sunlite Oil Company Limited 


We have examined the consolidated balance sheets of Sunlite Oil Company Limited and its subsidiaries as at September 30, 1975 and 
1976, and the consolidated statements of earnings, deficit and changes in financial position for the years then ended. Our examinations 
included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 

In our opinion, subject to the collectibility of the account receivable referred to in note 2 to the financial statements, these consolidated 
' financial statements present fairly the financial position of the companies as at September 30, 1975 and 1976 and the results of their 
Operations and the changes in their financial position for the years then ended, in accordance with generally accepted accounting 
principles applied on a consistent basis. 


THORNE RIDDELL & CO. 
Chartered Accountants 


Calgary, Alberta 
November 12, 1976 


lS 


Management's Analysis of Earnings 
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OIL AND GAS SALES 

As we have stated in previous years, it has been the goal of Sunlite’s management to build an income flow domestically 
while also exploring in high potential (also high risk) foreign areas. Our oil and gas sales have reached $1,139,046 for fis- 
cal 1976, a 60% increase over the previous year. WELL OPERATING and DEPLETION and DEPRECIATION costs have risen 
in a corresponding manner. 


DEAS ES ALES 

Sunlite has taken a position in coal leases in the Beluga Lake region of Alaska. 

Prepayments forfeited by a major company who chose not to exercise their option on certain acreage and the sale of 
another tract contributed $81,514 to 1976 income. 


INVESTMENTS 


Income has decreased since funds were withdrawn from investments and used in our foreign exploration programs. 


GENERAL AND ADMINISTRATIVE 


These costs have risen as a result of increased activity in both domestic and foreign exploration (exploration expen- 
ditures were $4,167,814 in 1976; $2,417,792 in 1975) and from the impact of inflation. 


CARRYING CHARGES ON NON-PRODUCING PROPERTIES 


The large decrease in this expense results primarily from the surrender of our interest in a 233,000 acre lease play in 
North Dakota. 


EXPLORATION AND DRYHOLE G@Sts 


Exploration costs totalling $290,000 resulted from seismic programs in the U.K. North Sea in preparation for the Fifth 
Round Bidding; in the Jade Plate area of the German North Sea and in Alberta. Dry hole costs principally reflect the ex- 
penditure for three unsuccessful North Sea exploratory wells amounting to $800,000; five abandonments in Alberta 
amounting to $100,000 and an unsuccessful Austin Chalk test in Southwest Texas amounting to $75,000. 


PROPERTY SURRENDERS AND WRITE-OFFS 

These costs reflect the write-offs of U.K. North Sea Block 21/7 amounting to $490,000; the write-off of our North Dakota 
acreage amounting to $116,000; the write-off of our mineral claims in the La Ronge area of Saskatchewan amounting to 
$193,000 and the write-off of other acreage in Canada and the U.S.A. amounting to $110,000. 


PRICE RANGE OF COMMON STOCK 
ON VANCOUVER STOCK EXCHANGE 


First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 


Sunlite Oil Company Limited 
And Subsidiary Companies 


Five Year Earnings Summary 
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income taxes 
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NET EARNINGS (LOSS) NOTE.... 


WEIGHTED AVERAGE NUMBER 
OF COMMON SHARES 


PMS ANDING 2.0.5 ..0.005 
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Change 
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NOTE: The earnings for the years ending Sept. 30, 1972 and Sept. 30, 1973 were restated to reflect the retroactive adoption of tax allocation accounting in 1974. 
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Directors 


PETER M. CLARKE, 
Vice President - Canada, 
Mesa Petroleum Co. 
Calgary, Alberta 

J. STEWART FISHER, 
Barrister and Solicitor 
Didsbury, Alberta 
GAINES L. GODFREY, 
Vice President - Finance 
Mesa Petroleum Co. 
Amarillo, Texas 


DONALD E. HOCKADAY, Jr., 


Executive Vice President 
of the Company 

Houston, Texas 

EDWIN C. JAMES, 
President of the Company 
Houston, Texas 

JACK K. LARSEN, 

Group Vice President 

and Director 

Mesa Petroleum Co. 
Amarillo, Texas 

BARRY W. SWAN, 
Treasurer of the Company 
Calgary, Alberta 


Officers 
EDWIN C. JAMES, 


President 


DONALD E. HOCKADAY, Jr., 


Executive Vice President 
J. STEWART FISHER, 
Secretary 

BARRY W. SWAN, 


Treasurer 


E. CHRISTA HINOJOSA, 
Assistant Secretary 


Head Office 
1517 Norcen Tower 


715 - 5th Avenue S.W. 
Calgary, Alberta T2P 2X6 


Branch Office 


2500 One Allen Center 
Houston, Texas 


Subsidiary Companies 


SUNLITE INTERNATIONAL INC. 
SUNLITE OIL COMPANY (U.K.) LIMITED 


Bankers 


CANADIAN IMPERIAL BANK OF 
COMMERCE 

Calgary, Alberta 

CONTINENTAL ILLINOIS NATIONAL 
BANK 

Chicago, Illinois 

CAPITAL NATIONAL BANK 

Houston, Texas 


Auditors 


THORNE, RIDDELL & CO. 
Calgary, Alberta 


Solicitors 


J. S. FISHER 

Didsbury, Alberta 
KRIST & MCMURREY 
Houston, Texas 


Transfer Agent 


THE CANADA TRUST COMPANY 
Calgary, Alberta 

FIRST NATIONAL CITY BANK 
New York, New York 


Common Shares Listed 
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Description of Business 


The company was incorporated March 
2, 1945, under the laws of the Province 
of Alberta, Canada. Sunlite is engaged 
in the exploration for and development 
of oil and gas properties and the 
exploration for mineral properties. 
Producing interests are held in Alberta, 
British Columbia and Saskatchewan 
and in Louisiana, U.S.A. The principal 
exploratory interests of the company 
are located throughout Canada and the 
U.S.A. and in the British, Dutch and 
German Sectors of the North Sea. 


Annual Meeting and Form 10-K 


The Annual General Meeting of 
shareholders will be held on Monday, 
December 20, 1976, at ten o’clock 
A.M. (local time) at the 18th Floor 
Auditorium of the Norcen Tower, 715 - 
Fifth Avenue S.W., Calgary, Alberta. A 
formal notice of this meeting, together 
with a proxy statement and information 
circular and form of proxy, is being 
mailed with this report. 


Sunlite will provide its Form 10-K 
Annual Report (without exhibits) upon 
written request from its shareholders. 
Exhibits are available upon request at a 
charge sufficient to cover the 
company’s mailing and reproduction 
costs. 


sunlite 

oil 
company 
limited 


